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® COMBINED CAPEX GROWS 22%

CPSEs meet 75% of FY24
capex target in Apr-Dec

State-run firms,
railways, NHAI invest
¥5.51 trillion

PRASANTA SAHU
New Delhi, January 12

THE CENTRALPUBLIC sectorenter-
prises(CPSEsjand other government
agencies such as the National High-
ways Authority of India (NHAI) and
therailwayshaveinvested ¥5.51 tril-
lion or 75% of their combined FY24
capitalexpenditure target during the
April-December period.

Onanannualbasis, these entities’
capex grew by arobust 22.4% in the
first nine months of the current
financial year. The corresponding
growth in the year-ago period was
19.3%. The capex target for the
CPSEs and other agencies was set at
¥7.33 trillion for FY24 against ¥6.62
trillionin FY23.

The data pertains to select CPSEs
having an annual capex target of
1100 croreand above as well asother
government organisations.

Thanks to robust public capex,
investment demand grewby 11%in
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the second quarter compared with
8% growth in the first
guarter of FY 24.The investmentrate
(GFCF asa percentage of GDP)also
inched higher to 35.3% compared
with 34.2%bayearago.
Thiswassupported byhighercap-
ital expenditure at both the Central
andstate government levelsaswellas
state-run entities/agencies. Against
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thetarget of ¥10trillion,the Centre’s
capex has reached 58.5% in April-
NovemberofFY24.

Capitalexpenditurebystate gov-
emments surged by 5 6% on yearin
the first half of the current financial
year compared with justa 2% risein
the year-ago period, supported by
capex loansfromthe Centre.

The railways and NHAIL with sub-
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stantialbudgetarysupport,aswellas
petroleum CPSEsarethelargestpub-
lic-sector investors that play acat-
alytic role in crowding capex from
otherentities.

The capex of railways estimated to
be ¥2.6 trillion and NHAI's at ¥1.62
trillion are almost fully funded from
the Budget in FY24.

Theadvance estimates of national
income for FY24 released by the
National Statistical Office (NSO)
recentlyshowed that gross fixed cap-
ital formation would rise to close to
35% of the GDP from 34% in FY23
and 32.7%in FY2 2. This reflected the
continued momentum in public
capex and a moderate revival of the
private capex cycle.

However, there are guestions
about whether the Centre can con-
tinue with the same capex pace in
FY25,given the urgencyoffiscalcon-
solidation. Some analysts feel the
Centre's Budget capex for the current
fiscal may be missed by small to sig-
nificant margins as the spending
might slowahead ofthe approaching
Parliament elections.

Buoyant tax collections are what
the government pins hopes on,when
it comes to sticking to the glide path

of fiscal consolidation.
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Disinvestment dividend

Centre should capitalise on PSU turnaround

entral Public Sector Undertakings (PSUs)
‘ have been delivering an unexpected bounty

to the exchequer in recent times. Their
dividend payouts have been overshooting targets, even
asthe Centre’s disinvestment proceeds have been
stalling. This newspaper recently reported that
dividend receipts from central PSUs topped 59,000
croreboth in FY22and FY23 against budget estimates
0of ¥43,000 to ¥46,000 crore. Disinvestment proceeds for
the same years, at about 313,500 crore and 335,200
crore, respectively, were way below targets.

Trends in FY24 are similar, with
disinvestment receipts barely topping
310,100 crore so far, even as dividends at
43,843 crore are already ahead of the target.
Rising dividend payouts are the direct result of
amaterial improvement in the profitability of
PSUs, with the BSE PSU index constituents
seeing their profits expand over 150 per cent
between FY18 and FY23. While the economic
rebound post-Covid provided tailwinds to
cyclical businesses, deleveraging, planned
capexand order flow from the Centre’s
infrastructure and Make in India initiatives
have added to this. The stock markets have
taken note, with the BSE PSU index returning
37 per cent annualised in the last three years
compared to the Sensex’s 14 per cent. While
the Centre maybe tempted to put
disinvestment on the back-burner to enjoy
this dividend bounty, thisisactually an
opportune time to give the programme a fresh
lease oflife.

The Centre should consider two
interventions to ensure that the recent shift in
investor perception of PSUs sustains. Akey
reason why stock market investors have
traditionally shied away from PSUs s the lack
of visibility on their long-term business plans.
Oflate, government announcements of
investment and renewal plans for defence and
the railway PSUs have offered such visibility
and driven asharpre-rating of these stocks. To
retain these gains, the Centre needs to follow
through on its announcements. PSUs in
sectors such as oil and gas and banking would
also benefit from similar long-term roadmaps.
While PSUs have been anointed Maharatnas
and Navaratnas on papet, their actions
suggest that they are still attached to the
apron strings of their promoter. To change
this, PSU Boards need to be granted true
operational and strategic autonomy. The
latest Excellence Enablers report noted that
large PSUs had demonstrated improved
governance in terms of larger and more
diverse Boards and moreindependent
directorsin 2023. But PSU appointment
policies need to be tweaked to ensure more
skin in the game for top managers.

Governments at the Centre have looked at
PSU disinvestmentas alast resort to raise
revenues for the Budget. Private sector
promoters have perfected the art of timing
their public offers and Offers for Sale to fetch
the best possible valuation for the seller. None
of them divest stakes ina sector downturn just
to meetadeadline, The government needsto
be market-savvy and keep disinvestment out
of the annual Budget exercise.
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Gujarat to invest
X2 trillion in
green hydrogen

ABHINAY KUMAR
Gandhinagar, January 12

GUJARAT CHIEF MINISTER
Bhupendra Patel on Friday
announced a budget corpus of
T2 trillion and a special land
policy in order to achieve the
goal of the state becoming a

ernment is allotting a budget
corpus of ¥2 trillion for green
hydrogen production. A land
area of 200,000 hectare in
Kutch and Banaskantha
districts has also been allo-
cated by the state govern-
ment, headded.

Speaking on the occasion,

global greenhydrogenproduc- VK Saraswat, member, NITI
tion hub. Aayog, said:
The “We need to
announce- reducethecost
ment was of electrolysers
made on the by around
concluding day 80%, and
of the three- simultane-
day  Vibrant ously, we will
Gujarat Global need to
Summit. increase their
Addressing efficiency by
theevent,Patel around
said: “Prime 75%...For any
Minister energy source
Narendra Modi — to be sustain-
has setthetar- . e able and
get of achiev- ¥ibrant affordable to
ing 50% of GUIARAT 2024 Indian con-
energy . sumers, it is
requirements ——— necessary that

through non-tossil fuel-based
energy sources. He has also set
a target to develop a green
hydrogen production capacity
of 5 million tonne per annum
by 2030. With the vision to
help India achieve that target,
the Gujarat government is
announcing a production
capacity of 3 million tonne per
annum by the same time.”

“To achieve this ambitious
targetintime, the state gov-

it beavailable at a price range
ofaround ¥2 perunit”

Patel higlighted that MoUs
for 41,299 projects with
investment proposals worth
¥26.33 trillion were signed
during the 10th edition of the
Vibrant Gujarat Global Sum-
mit 2024, Patel made
the announcementin a post

on X as the three-day
summit ended.
{(With inputs from PTI)
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MAHANAGAR GAS
INCORPORATES
MAHANAGAR LNG

MAHAMAGAR GAS ON

Friday announced the
J- incorporation of
Mahanagar LNG, its
joint venture with Baidyanath
LNG, the first company to setup
LNG retailing outlets in India. The
IV firm will focus on developing
LNG infrastructure and caterto
the rising demand for clean and
sustainable energy solutions for
the transportation segment.
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Oil price up 3% after US,

ENS ECONOMIC BUREAU @ New Delhi

OIL prices in the international
market on Monday rose more
than 3% on Friday as the US
and Britain carried out strikes
on Houthi military targets
in Yemen.

Brent Crude Price, the bench-
mark of crude price in interna-
tional market, was trading at
$79.74 a barrel, up by 3.04% or
$2.35 while WTI Crude was
trading at $74.31 up by 3.18% or
$2.29 at 7.25 PM (Indian Stand-
ard Time) on January 12, 2024.
Both benchmarks were on

course for a second straight
weekly rise.

The US and the UK attacked
the Houthi military in response
to attacks by the Iran-backed

Britain strike on Houthis

group on shipping in the Red
Sea. The conflict raised concern
of broader conflict in the Mid-
dle-East that could disrupt oil
supply from the region. As per
energy analysts, if the Strait of
Hormuz impacted, it will
present over double the impact
of the Ukraine war on oil mar-
ket. The Houthi attacks in the
Red Sea have disrupted interna-
tional commerce on the key
route between Europe and Asia,
which accounts for about 15%
of the world’s shipping traffic.
The Houthis have attacked
commercial vessels in the Red

Sea to show support for Pales-
tinian militant group Hamas.

Meanwhile, US President Joe
Biden said the targeted strikes
were a clear message that the
US and its partners will not tol-
erate attacks on its personnel
or “allow hostile actors to im-
peril freedom of navigation”. A
Houthi spokesperson said the
group will continue to target
shipping heading towards Is-
rael. Shipping giant Maersk
and others are diverting ves-
sels away from the Red Sea,
warning customers of further
disruptions.
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‘We’ve tackled global challenges
well to ensure fuel availability’

QUITE A FEAT. India is the only country where prices at bunker level have come down, says Puri

—

Our Bureau

New Delhi

India has ensured availability
of petrol and stability in
prices while “navigating”

global challenges “quite
well”, Union Minister for
Urban Affairs, Housing, Pet-
roleum and Natural Gas,
Hardeep Singh Puri, said on
Friday.

The Minster also indicated
that there may not be any im-
mediate price cuts by oil mar-
keting companies (OMCs).

He did not directly answer
if there would be a price cutin
retail prices of diesel and pet-
rol, but categorically men-
tioned oil marketing com-
panies had not raised retail
prices previously when there
were under-recoveries.

‘NOT IMMUNE’
According to him, India is
perhaps the only country in
the world where petrol prices
at bunker levels have gone
down.

But with crisis in the Red
Sea, there is a shoot-up in in-
surance and freight costs.
Nearly, 85 per cent of India’s
daily petrol and diesel con-

ADDRESSING CONCERNS. Union Ministe

"
r Hardeep Singh

Puri talking to media at a press conference, in New Delhi en

sumption of 5 million barrels
are met from imports, and as
suchthe sectorisnotimmune
from global events and their
shocks.

“The global situation re-
mains ever changing. We
heard reports of an oil bunker
being seized bya country. The
Red Sea crises continues. So
the freight and insurance
costs are shooting up. Now in
a situation like this we have
maintained stability. Also you
have to give credit to the fact
that India is the only country
in the world where petrol

prices at bunker level have
come down,” Puri said.

ST NIKOLAS’ SEIZURE
Reports suggest that Iran
seized a tanker with Iraqi
crude destined for Turkey on
Thursday in retaliation for
the confiscation last vear of
the same vessel and its oil by
the US. The seizure of the
Marshall Islands-flagged St
Nikolas coincides with weeks
of artacks by Yemen’s Iran-
backed Houthi militias tar-
geting Red Sea shipping
routes.

According to the bureau-
crat-turned-politician, mak-
ing  midtolong  term
strategies look difficult when
the situation changes with in
amatter of days.

VOLATILE SCENARIO
“The picture at beginning of
the week and by the end of the
week changes (drastically).
So calling for policy decisions
based on such an ever chan-
ging scenario is not easy,”
Purisaid.

Retail prices are determ-
ined by a multitude of factors
like global crude oil prices,
cost of insurance and freight,
refining margins and taxes by
the Central and state govern-
ments. Puri mentioned that
the start of petroleum pro-
duction from the ONGC's
deep-water block in the Bayof
Bengal, off the coast of the
Krishna-Godavaribasin.

“You must appreciate that
whatever be the situation, we
(India’s government) always
ensured availability and af-
fordability for petrol and
diesel,” he said adding that
any change inretail prices will
continue to be based on
global market and other re-
lated factors.
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